3602L. 02C
HOUSE COMM TTEE SUBSTI TUTE
FOR
SENATE BILL NO 804
AN ACT

To repeal section 369.219, RSMo 1994, and sections

362.170 and 443. 415, RSMb Supp. 1999, relating to

qualified investnents of financial_institutions, and to

enact in lieu thereof three new sections relating to

the sane subject, wth an energency cl ause for certain
secti ons.

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF M SSOURI,
AS FOLLONG

Section A Section 443.415, RSMo Supp. 1999, is repeal ed
and one new section enacted in lieu thereof, to be known as
section 443.415, to read as-fol I ows:

443. 415. Mortgage insurers may insure a nortgage in an

anount not exceedi ng [ninety-seven] one hundred percent of the

fair market value of the authorized real estate security at the
time that the loan is made if secured by a first lien or charge
on such real estate security.

Section B. Section+*369.219, RSMb 1994, and section 362.170,
RSMb Supp. 1999, are repealed and two new sections enacted in
lieu thereof, to be known as sections 362.170 and 369. 219, to
read as foll ows:

362.170. 1. As used in this section, the term "uninpaired

capital" includes comon and preferred stock, capital notes, the



surplus fund, undivided profits and any reserves, not subject to
known charges as shown on the next preceding published report of
the bank or trust conpany to the director of finance.

2. No bank or trust conpany subject to the provisions of
this chapter shall:

(1) Directly or indirectly, lend to any individual,
partnership, corporation, limted liability conpany or body
politic, either by nmeans of letters of credit, by acceptance of
drafts, or by discount or purchase of notes, bills of exchange,
or other obligations of the individual, partnership, corporation,
limted liability conpany or body politic an anpbunt or anounts in
t he aggregate which wll exceed fifteen percent of the uninpaired
capital of the bank or trust.conmpany if located in a city having
a popul ati on of one hundred thousand or over; twenty percent of
t he uni npaired capital of the bank or trust conpany if located in
a city having a popul ation of |ess than one hundred thousand and
over seven thousand; and twenty-five percent of the uninpaired
capital of the bank or trust conpany.if located el sewhere in the
state, with the foll ow ng.-exceptions:

(a) The restrictions in this subdivision shall not apply
to:

a. Bonds or other evidences of debt of the governnent of
the United States or its territorial and insular possessions, or
of the state of Mssouri, or of any city, county, town, village,
or political subdivision of this state;
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b. Bonds or other evidences of debt, the issuance of which
is authorized under the laws of the United States, and as to
whi ch the governnment of the United States has guaranteed or
contracted to provide funds to pay both principal and interest;

c. Bonds or other evidences of debt of any state of the
United States other than the state of Mssouri, or of any county,
city or school district of the foreign state, which county, city,
or school district shall have a population of fifty thousand or
nore inhabitants, and which shall not have defaulted for nore
than one hundred twenty days in the paynment of any of its general
obl i gati on bonds or other evidences of debt, either principal or
interest, for a period of ten years prior to the tine of purchase
of the investnent and provided that the bonds or other evidences
of debt shall be a direct ‘general obligation of the county, city,
or school district;

d. Loans to the extent that they are insured or covered by
guaranties or by commtnents or agreenents to take over or
pur chase nmade by any departnent, bureau, board, comm ssion, or
establishment of the United States.or of the state of M ssouri,

i ncl udi ng any corporation, wholly owned, directly or indirectly,
by the United States or of the state of M ssouri, pursuant to the
authority of any act of Congress or the M ssouri general assenbly
heretof ore or hereafter adopted or anended or pursuant to the
authority of any executive order of the President of the United
States or the governor of M ssouri heretofore or hereafter nade
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or anended under the authority of any act of Congress heretofore
or hereafter adopted or anended, and the part of the |loan not so
agreed to be purchased or discounted is within the restrictive
provi sions of this section;

e. Obligations to any bank or trust conpany in the form of
notes of any person, copartnership, association, corporation or
limted liability conpany, secured by not _|ess than a |ike anount
of direct obligations of the United States which will mature in
not exceeding five years fromthe date the obligations to the
bank are entered into;

f. Loans to the extent they are secured by a segregated
deposit account in the |lending bank if the | ending bank has
obt ai ned a perfected security interest in such account;

g. Evidences of debt which are direct obligations of, or
whi ch are guaranteed by, the Governnent National Mortgage
Associ ation, the Federal National Mrtgage Association, the

Student Loan Marketi ng Associ ation, the Federal Hone Loan Banks,

the Federal Farm Credit: Bank or the Federal Home Loan Mortgage

Cor poration, or evidences.of debt which are fully collateralized
by direct obligations of, and which are issued by, the Governnent
Nat i onal Mrtgage Association, the Federal National Mortgage

Associ ation, the Student Loan Marketing Association, a Federal

Hone Loan Bank, the Federal Farm Credit Bank or the Federal Hone

Loan Mortgage Corporation;
(b) The total liabilities to the bank or trust conpany of
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any individual, partnership, corporation or limted liability
conpany may equal but not exceed thirty-five percent of the

uni npai red capital of the bank or trust conpany; provided, that
all of the total liabilities in excess of the legal loan limt of
t he bank or trust conpany as defined in this subdivision is upon
paper based upon the collateral security of warehouse receipts
covering agricultural products _or _the manufactured or processed
derivatives of agricultural products in public elevators and
publ i c warehouses subject to state supervision and regulation in
this state or in any other state of the United States, under the
follow ng conditions: First, that the actual market value of the
property held in store and covered by the recei pt shall at al
times exceed by at | east fifteen percent the anmount | oaned upon
it; and second, that the property covered by the receipts shal

be insured to the full market val ue thereof against |loss by fire
and lightning, the insurance policies to be issued by
corporations or individuals licensed to do business by the state
in which the property is |ocated, and when the insurance has been
used to the limt that it.can.be secured, then in corporations or
with individuals Iicensed to do an i nsurance busi ness by the
state or country of their incorporation or residence; and al
policies covering property on which the |oan is nmade shall have
endorsed thereon, "loss, if any, payable to the holder of the

war ehouse recei pts"; and provided further, that in arriving at
the anount that may be | oaned by any bank or trust conpany to any
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i ndi vi dual, partnership, corporation or limted liability conpany
on el evator or warehouse receipts there shall be deducted from
the thirty-five percent of its uninpaired capital the total of

all other liabilities of the individual, partnership, corporation
or limted liability conpany to the bank or trust conpany;

(c) In conputing the total liabilities of any individual to
a bank or trust_conpany there shall _be included. all liabilities
to the bank or trust conpany of any partnership of which the
i ndividual is a nenber, and any | oans made for the individual's
benefit or for the benefit of the partnership; of any partnership
to a bank or trust conpany there shall be included al
l[iabilities of and all |oans nade for the benefit of the
partnership; of any corporationito a bank or trust conpany there
shall be included all |oans made for the benefit of the
corporation and of any limted l[iability conpany to a bank or
trust conpany there shall be included all |oans made for the
benefit of the limted liability conpany;

(d) The purchase or discount..of drafts, or bills of
exchange drawn in good faith ‘against actually existing val ues,
shall not be considered as noney borrowed within the nmeani ng of
this section; and the purchase or discount of negotiable or
nonnegot i abl e instal |l ment consuner paper which carries the ful
recourse endorsenments or guaranty or agreement to repurchase of
t he person, copartnership, association, corporation or limted
l[iability conpany negotiating the sane, shall not be considered
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as noney borrowed by the endorser or guarantor or the repurchaser
wi thin the neaning of this section, provided that the files of

t he bank or trust conpany acquiring the paper contain the witten
certification by an officer designated for this purpose by its
board of directors that the responsibility of the nmakers has been
eval uated and the acquiring bank or trust conpany is relying
primarily upon _the nmakers thereof for the_ paynent of the paper;

(e) For the purpose of this section, a.loan guaranteed by
an individual who does not receive the proceeds of the | oan shal
not be considered a | oan to the guarantor;

(f) Investnents in nortgage related securities, as
described in the Secondary Mrtgage Market Enhancenent Act of
1984, P.L. 98-440, excluding those described in subparagraph g of
paragraph (a) of subdivision (1) of subsection 2 of this section,
shall be subject to the restrictions of this section, provided
that a bank or trust conpany nmay invest up to two tines its |egal
loan limt in any such securities that are rated in one of the
two highest rating categories.by. at least one nationally
recogni zed statistical rating-.organization;

(2) Nor shall any of its directors, officers, agents, or
enpl oyees, directly or indirectly purchase or be interested in
the purchase of any certificate of deposit, pass book, prom ssory
note, or other evidence of debt issued by it, for less than the
princi pal anmount of the debt, wthout interest, for which it was
i ssued. Every bank or trust conpany or person violating the
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provi sions of this subdivision shall forfeit to the state the
face value of the note or other evidence of debt so purchased,;

(3) Make any loan or discount on the security of the shares
of its own capital stock, or be the purchaser or hol der of these
shares, unless the security or purchase shall be necessary to
prevent |oss upon a debt previously contracted in good faith, and
stock so purchased or acquired._shall be sold at _public or private
sale, or otherw se disposed of, wthin six nonths fromthe tine
of its purchase or acquisition unless the tinme is extended by the
finance director. Any bank or trust conpany violating any of the
provi sions of this subdivision shall forfeit to the state the
anount of the |oan or purchase;

(4) Know ngly lend, directly or indirectly, any noney or
property for the purpose of enabling any person to pay for or
hol d shares of its stock, unless the |loan is made upon security
having an ascertai ned or market value of at least fifteen percent
nmore than the anmount of the loan. Any bank or trust conpany
violating the provision of this subdivision shall forfeit to the
state the anmount of the loan;

(5 No salaried officer of any bank or trust conpany shal
use or borrow for hinself or herself, directly or indirectly, any
nmoney or other property belonging to any bank or trust conpany of
whi ch the person is an officer, in excess of ten percent of the
uni npai red capital of the bank or trust conpany, nor shall the
total anmount |oaned to all salaried officers of any bank or trust
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conpany exceed twenty-five percent of the uninpaired capital of
t he bank or trust conpany. Were loans and a line of credit are
made to salaried officers, the loans and line of credit shal
first be approved by a mgjority of the board of directors or of
t he executive or discount commttee, the approval to be in
witing and the officer to whomthe | oans are nade, not voting.
The form of the approval shall be_as foll ows:

We, the undersigned, constituting a majority of the
.................... of the .................... (bank or trust
conpany), do hereby approve a loan of $........................
or aline of credit of $...... ... .. ... ... . . ... ... , or
both, to ....... .. ... .. . ... . ... , 1t appearing that the |oan
or line of credit, or both, is not nore than 10 percent of the
uninpaired capital of ... . . . . (bank
or trust conpany); it further appearing that the | oan (noney
actual ly advanced) will not nake the aggregate of |oans to
salaried officers nore than 25 percent of the uninpaired capital

of the bank or trust conpany.

Dated this ........ day of .............. , [19] 20...

Provided, if the officer owms or controls a majority of the stock
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of any other corporation, a |loan to that corporation shall be
consi dered for the purpose of this subdivision as a loan to the
officer. Every bank or trust conpany or officer thereof

knowi ngly violating the provisions of this subdivision shall, for
each offense, forfeit to the state the amount |ent;

(6) Invest or keep invested in the stock of any private
corporation, except as provided.in_this chapter.

3. Provided, that the provisions in this section shall not
be so construed as in any way to interfere with the rules and
regul ati ons of any clearing house association in this state in
reference to the daily bal ances; and provided, that this section
shal |l not apply to bal ances due from any correspondent subject to
draft.

4. Provided, that a trust conpany whi ch does not accept
demand deposits shall be permtted to nake | oans secured by a
first nortgage or deed of trust on real estate to any individual,
partnership, corporation or limted liability conmpany, and to
deal and invest in the interest-bearing.obligations of any state,
or any city, county, town,-village, or political subdivision
thereof, in an amount not to exceed its uninpaired capital, the
| oans on real estate not to exceed sixty-six and two-thirds
percent of the appraised value of the real estate.

5. Any officer, director, agent, clerk, or enployee of any
bank or trust conpany who willfully and know ngly makes or
concurs in meking any loan, either directly or indirectly, to any
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i ndi vi dual, partnership, corporation or limted liability conpany
or by neans of letters of credit, by acceptance of drafts, or by
di scount or purchase of notes, bills of exchange or other
obligation of any person, partnership, corporation or limted
liability conmpany, in excess of the anpbunts set out in this
section, shall be deened guilty of a class C felony.

6. A trust conpany in existence on Cctober 15, 1967, or a
trust conpany incorporated thereafter; which does not accept
demand deposits, may invest in but shall not invest or keep
invested in the stock of any private corporation an anount in
excess of fifteen percent of the capital and surplus fund of the
trust conpany; provided, however, that this |imtation shall not
apply to the ownership of the capital stock of a safe deposit
conpany as provided in section 362.105; nor to the ownership by a
trust conpany in existence on Cctober 15, 1967, or its
stockhol ders of a part or all of the capital stock of one bank
organi zed under the laws of the United States or of this state,
nor to the ownership of a part.or.all_of the capital of one
corporation organi zed under’ the laws of this state for the
princi pal purpose of receiving savings deposits or issuing
debentures or | oaning noney on real estate or dealing in or
guar anteei ng the paynent of real estate securities, or investing
in other securities in which trust conpani es may invest under
this chapter; nor to the continued ownership of stocks lawfully
acquired prior to January 1, 1915.
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369.219. An association may invest in the follow ng
securities:

(1) Obligations of, or obligations fully guaranteed as to
principal and interest by, the United States or the state of
M ssouri ;

(2) Stock or obligations of any Ofice of Thrift
Supervi sion or _any _successor thereto, of the Federal Deposit
| nsurance Corporation or any successor thereto, of the Federal
Nat i onal Mortgage Associ ation, of the Governnent Nati onal
Mort gage Associ ation, of the Federal Home Loan Mortgage

Cor poration, the Student Loan Marketing Associ ation, the Federal

Hone Loan Banks, the Federal Farm Credit Banks or of any

corporation or agency of the United States or of this state
succeedi ng any of such corporations or performng simlar
functi ons;

(3) Demand, time, or savings deposits, or accounts of any
state or federally chartered financial institution, but such
deposits or accounts in institutions.not. insured by a federal
agency shall be limted to-amunts.permtted by regul ation of the
director of the division of finance;

(4) Stock of a not for profit industrial or community
devel opnent corporation established for the general welfare of
the area but not in excess of a total investnent of one-half of
one percent of its assets;

(5) Obligations of any city, county, town, school district
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or other political subdivisions of any state including any
agency, corporation, or instrunmentality of a state or political
subdi vision in an anpbunt to any one issuer not greater than ten
percent of the capital of the association exclusive of
investnments in general obligations of any issuer, but each such
i nvestment shall, when made, neet any requirenents as to quality
whi ch the director of the division of finance may prescri be;
provi ded, that any obligations of a political subdivision of any
state, including an agency, corporation or instrunentality of a
political subdivision may be purchased wi thout regard to such
quality requirenents in an aggregate anount not exceedi ng an
addi tional one percent of the association's assets if the
association's hone office, branch office or agency is located in
such county;

(6) Capital stock obligations or other securities of any
service corporation, as defined by the director of the division
of finance, organized under the |laws of any state in which al
stock is owned by one or nore.associations or federal
associ ations in an aggregate anount’ not exceedi ng that percent of
the assets of the association fixed fromtine to tinme by the
director of the division of finance; and

(7) Such other securities and in such anobunts as nmay be
approved fromtine to tinme by the director of the division of
finance, and any securities purchased while so approved nay be
retained if the approval is later w thdrawn.
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Section C. Because inmmediate action is necessary to protect
the public welfare, section B of this act is deened necessary for
the i nmedi ate preservation of the public health, welfare, peace
and safety, and is hereby declared to be an energency act within
t he neaning of the constitution, and section B of this act shal

be in full force and effect upon its passage and approval .
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